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December 16, 2022 " |
DEC \ 6222

Mr. Steven A. Bolton By ,%0— g'_

Corporation Counsel
City of Nashua

229 Main Street
Nashua, NH 03060

Re: Request for Approval of Guaranty by Pennichuck Corporation of Loan to
Pennichuck East Utility, Inc. from the Drinking Water and Groundwater Trust Fund

Dear Attorney Bolton:

Introduction. As you know, the City of Nashua, New Hampshire (the “City”) is the sole
corporate shareholder of Pennichuck Corporation (“Pennichuck™). The City has been the sole
shareholder since the acquisition of Pennichuck on January 25, 2012.

The purpose of this letter is to request that the City, acting in its capacity as sole shareholder,
approve the guaranty by Pennichuck Corporation of a loan to its subsidiary, Pennichuck East
Utility, Inc. (“PEU”) from the Drinking Water and Groundwater Trust Fund (“DWGTF”).

Shareholder Approval of Borrowings Required. Under Article IX of Pennichuck’s Articles of
Incorporation, the City, acting in its capacity as Pennichuck’s sole shareholder, must approve:

“(3) any action to (A) create, incur or assume any indebtedness for borrowed
money or guarantee any such indebtedness of any person, (B) issue or sell
any debt securities or warrants or other rights to acquire any debt securities
of the [Pennichuck] Corporation or any of its Subsidiaries, or (C) guarantee
any debt securities of any person.”

Prior Approval by City of DWGTF Loan

On March 2, 2022, by way of letter to Attorney Bolton, Pennichuck requested approval of a term
loan to its subsidiary, PEU, in an amount of up to $493,500 from the DWGTF. A copy of the
March 2, 2022 letter is enclosed as Exhibit A.

On April 12, 2022, the City approved PEU to enter into the term loan with the DWGTF by way
of Resolution R-22-018 (copy attached as Exhibit B).
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Additional Approval from the City Required for the DWGTF Loan

Pennichuck will be providing an unsecured corporate guaranty of the repayment by PEU of the
DWGTEF loan in accordance with the terms of a Guaranty Agreement. Pennichuck is requesting
the City’s approval of Pennichuck’s guaranty of the DWGTF loan.

Approval by Pennichuck Board of Directors. The guaranty of the loan has been approved by
the Board of Directors of Pennichuck. Pennichuck recommends that the City authorize
Pennichuck to enter into the Guaranty Agreement for the loan.

Other Approvals. PEU has received an Order from the New Hampshire Public Utilities
Commission approving the loan.

Requested Additional Approvals. For the reasons described above, Pennichuck respectfully
requests that the City, acting in its capacity as sole shareholder of Pennichuck and pursuant to
Article IX(3) of Pennichuck’s Articles of Incorporation, authorize the following actions:

RESOLVED, that the City hereby approves the Guaranty by Pennichuck Corporation
of the payment by Pennichuck East Utility, Inc. of the up to $493,500 loan from the
Drinking Water and Groundwater Trust Fund, which loan was previously approved by
the City in Resolution R-22-018;

FURTHER RESOLVED, that the City hereby authorizes Pennichuck Corporation and
Pennichuck East Utility, Inc., their Boards of Directors, and their Officers, to take any
and all actions required to obtain all necessary approvals with respect to the action
described in the prior resolution and to execute and deliver such documents as are
necessary to effect the guaranty described in the prior resolution.

Based upon timing to close this loan, it would be greatly appreciated if this could be included on
the agenda for the Board of Aldermen in their December 27, 2022 meeting, with the Company
slated to meet with the Pennichuck Special Water Committee soon thereafter to respond to any
queries and get their recommendation of approval from the Board of Aldermen in their first
meeting in January 2023.

Respectfully submitted,

PENNICHUCK CORPORATION

AL

Larry D. Goodhue
Chief Executive Officer

¢c. Mayor James Donchess
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March 2, 2022

Mr. Steven A. Bolton
Corporation Counsel
City of Nashua

229 Main Street
Nashua, NH 03060

Re: Pennichuck East Utility, Inc. — Request for Approval of Loan and Grant from the
Drinking Water and Groundwater Trust Fund

Dear Attorney Bolton:

Introduction. As you know, the City of Nashua, New Hampshire (the “City”) is the sole
corporate shareholder of Pennichuck Corporation (“Pennichuck”). The City has been the sole
shareholder since the acquisition of Pennichuck on January 25, 2012.

The purpose of this letter is to request that the City, acting in its capacity as sole shareholder,
approve resolutions authorizing Pennichuck’s regulated public water utility subsidiary,
Pennichuck East Utility, Inc. (“PEU™), to enter into a term Joan with, and to accept a grant from,
the Drinking Water and Groundwater Trust Fund (“DWGTF”).

Background. As part of the City’s acquisition of Pennichuck, in accordance with special
legislation enacted by the State Legislature, and as unanimously approved by the Mayor and Board
of Aldermen on January 11, 2011, the corporate structure of Pennichuck and its utility subsidiaries
was retained. This corporate structure was retained for several reasons. First, the Mayor and
Board of Aldermen desired to maintain stability and continuity for customers and employees of the
Pennichuck utilities and the communities they serve. Second, retaining the corporate structure
provided continuity for the existing relationships with regulatory agencies and financial/banking
partners. Third, the Mayor and Board of Aldermen unanimously agreed that the corporate
structure would encourage business-smart decisions and rely upon well-established governance
principles of corporate law, pursuant to Pennichuck’s Articles of Incorporation and its by-laws.

Shareholder Approval of Borrowings Required. Under Article IX of Pennichuck’s Articles of
Incorporation, the City, acting in its capacity as Pennichuck’s sole shareholder, must approve:

“(3) any action to (A) create, incur or assume any indebtedness for borrowed
money or guarantee any such indebtedness of any person, (B) issue or sell
any debt securities or warrants or other rights to acquire any debt securities
of the [Pennichuck] Corporation or any of its Subsidiaries, or (C) guarantee
any debt securities of any person.”
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Proposed Term Loan Borrowing and Grant from the DWGTF

PEU is a New Hampshire public utility corporation providing retail water service to approximately
8,580 customers in the New Hampshire towns of Atkinson, Barnstead, Bow, Chester, Conway,
Derry, Exeter, Hooksett, Lee, Litchfield, Londonderry, Middleton, Pelham, Plaistow, Raymond,
Sandown, Tilton, Weare and Windham. PEU is wholly-owned by Pennichuck which, in turn, is
wholly-owned by the City.

PEU requests the City’s approval for PEU to enter into a term loan with the DWGTF in an
amount of up to $493,500 with an amortization period of up to 25 years, with an interest rate of
1.57% per annum, and to accept a grant from the DWGTF for $211,500. A copy of the approval
and granting of such financing and funding from the DWGTF, thru the NHDES is attached as
Attachment A.

The proceeds from the DWGTF loan/grant will be used for a single project in the W&E
Community Water System (“CWS”) in Windham, NH. This project includes the installation and
construction of an interconnection water main between that CWS and the Salem Municipal water
systern, as well as treatment upgrades in the pump station for the CWS in order to accept and treat
the water obtained via that new interconnection. This project is being completed to fully meet
and comply with necessary water source and supply needs for the CWS.

The DWGTF loan will be unsecured, and the grant monies will be accepted as a CIAC
contribution to the Company for this project.

Approval by Pennichuck and PEU. The acceptance of this grant money and the entering into
of this loan, have been approved by the Board of Directors of Pennichuck and PEU. Pennichuck
recommends that the City authorize PEU and Pennichuck to (i) enter into the loan with the
DWGTF; and (ii) accept the approved grant funding.

Other Approvals. As a regulated public utility, PEU must obtain approval of the term
loan/grant from the New Hampshire Public Utilities Commission (“NHPUC™), which will
approve the term loan/grant if it finds the loan to be consistent with the public good. PEU is
filing a petition for approval with the NHPUC contemporaneously with this notice to the City
and expects the NHPUC to consider the petition promptly.

Requested Approvals. For the reasons described above, Pennichuck respectfully requests that
the City, acting in its capacity as sole shareholder of Pennichuck and pursuant to Article IX(3) of
Pennichuck’s Articles of Incorporation, authorize the following actions:

RESOLVED, that the City hereby approves the loan to Pennichuck East Utility, Inc.
from the Drinking Water and Groundwater Trust Fund (DWGTF), in an amount of up
to $493,500, with a 25-year amortization schedule; and

FURTHER RESOLVED, that the City hereby approves the acceptance of the grant of
$211,500 from the DWGTF by Pennichuck East Utility, Inc.; and.
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FURTHER RESOLVED, that the City hereby authorizes Pennichuck Corporation and
Pennichuck East Utility, Inc., their Boards of Directors, and their Officers, to take any
and all actions required to obtain all necessary approvals with respect to the actions
described in these resolutions and to execute and deliver such documents as are
necessary to affect the DWGTF loan, and take receipt of the approved grant funds.

Respectfully submitted,

PENNICHUCK CORPORATION

Larry D. Goodhue

Chief Executive Officer

cc. Mayor James Donchess
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NEW HAMPSHIRE DRINKING WATER
&GROUNDWATER TRUST FUND

Commission Members

Senator Chuck Morse,
Chair

Senator Tom Sherman,
Vice Chalr

Bruce Cohen, NH State
Representative

Linda Gould, NH State
Representative

Andrea Kenter, P.G.,
Public Member

Bernle Rousseau, Public
Member

Bruce Breton, Town
Selectman

Cynthia Harrington, NH
Economic Development

Jason Gagnon, NH Water
Pollution Control
Assoclatlon

Josh Elliott, Governor's
Designee

Debra Paui, Town with a
Public Drinking Water
System

Marco Phlllppon, NH
Water Works Associatlon

Michelie Raberge,
Diviston of Public Health

Rachel Miller, NH State
Treasury

Representative Bill Bayd,
Public Member

Rick Russman, State or
Reglonal Land Trust
Member

Robert R, Scott, NH
Department of
Environmental Services

Rodney Bartlett, Public
IMember

Vacant, NH Fish and Game
Department

Cierk - Vacant

|

January 18, 2022

Donald Ware {Donald.Ware@pennichuck.com)
Pennichuck East Utility, Inc.

25 Walnut Street
Nashua, NH 03061

Subject: W&E —Town of Salem Interconnection Project

Dear Mr. Ware,

On January 10, 2022, the NH Drinking Water and Groundwater Advisory Commission
{Commission) to the Drinking Water and Groundwater Trust Fund (DWGTF) completed their
review of the submitted special project application. The Commission authorized to award
grant & loan funds to Pennichuck East Utitity, Inc. for the following project:

Project Description
WA&E — Town of Salem

interconnection Project

funding Award Amount
Up to $211,500 in grant funds

Up to $493,500 in loan funds

The next step to move forward with project funding Is for you to obtain the authority to accept
the funds and submit a Drinking Water Infrastructure Project: Final Application The required
documents are listed on the Final Application Checklist. The loan interest rate is 1.57% until
the first Thursday of August 2022. Final applications are due by June 1, 2022,

Once the final application has been submitted, the Utility will enter into a grant agreement and
loan agreement, both must be approved by the Governor and Executive Council. Additionally,
non-construction project reiated work that has been completed may be eligible for
reimbursement once the funding agreements are in place and approved by the Governor and
Executive Council. Construction may not start without Governor and Executive Council
approval and completion of the required Environmental Review.

We ask that you keep us informed of progress made toward seeking the authority to borrow.
Should your project hot move forward, please contact us as sooh as possible. If you have any
guestions, please contact me at §03-271-8321 or at Erin.Holmes@des.nh.gov.

Sincerely,

Erin Holmes, P.E.
DWG Trust Fund Administrator | MtBE Remediation Bureau

Ce: John Boisvert, PEU {Jchn. rt .CO

Michae! Unger, S.E., Project Manager NHDES DWGH

https://wwwd.des.state.nh.us/nh-dwg-trust
P.0. Box 95 | 28 Hazen Orive | Concord, fH 03302-0095
Telephong: (603) 271-8321 Fax: {603) 271-7053  TDD Access: Relay NH (80D} 735-2964
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R-22-018

RESOLUTION

AUTHORIZING PENNICHUCK CORPORATION AND PENNICHUCK EAST
UTILITY, INC. TO BORROW FUNDS AND ACCEPT A GRANT FROM THE STATE
OF NEW HAMPSHIRE DRINKING WATER AND GROUNDWATER TRUST FUND

CITY OF NASHUA

In the Year Two Thousand and Twenty-Two

WHEREAS, the City of Nashua is the sole shareholder of Pennichuck Corporation and
each of its subsidiaries:

WHEREAS, Article IX (3) of the Articles of Incorporation of Pennichuck Corporation
and Article V §2 of the by-laws of Pennichuck Corporation require the approval of the sole
shareholder (the City of Nashua) for Pennichuck to create, incur, assume, or guarantee any
indebtedness for borrowed money, which includes contracting a loan on behalf of the

Corporation; and

WHEREAS, Pennichuck East Utility, Inc. is a regulated New Hampshire public water
utility corporation providing retail water service to New Hampshire customers, and is a wholly
owned subsidiary of Pennichuck Corporation which, in turn, is wholly owned by the City of

Nashua,

NOW, THEREFORE, BE IT RESOLVED by the Board of Aldermen of the City of
Nashua that the City approves the loan to Pennichuck East Utility, Inc. from the New Hampshire
Drinking Water and Groundwater Trust Fund, of up to $493,500 with a 25-year amortization

schedule; and

FURTHER RESOLVED by the Board of Aldermen of the City of Nashua that the City
approves the acceptance of a grant to Pennichuck East Utility, Inc. from the New Hampshire
Drinking Water and Groundwater Trust fund, of up to $21 1,500.
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January 5, 2023

Ms. Lori Wilshire

President, Board of Aldermen
City of Nashua

229 Main Street

Nashua, NH 03060

Dear President Wilshire:

Enclosed for your information is the Pennichuck Corporation Quarterly Report to the Sole
Shareholder for the Quarter Ended September 30, 2022,

Please contact me at 603-913-2312 if you have any questions relative to the report.

Sincerely,

s

Larry D. Goodhue
Chief Executive Officer

cc. Board of Aldermen
Mayor James Donchess
Steven Bolton, City Corporation Counsel
John Griffin, City Chief Financial Officer
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Pennichuck Corporation
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Pennichuck Corporation — Quarterly Report (Quarter Ended September 30, 2022)

Executive Summary

Revenues for the third quarter of 2022 were 19.3% higher than the prior year ($17.3 million
for 2022 versus $14.5 million for 2021). Revenues on a year-to-date basis were 15.8%
higher than last year ($43.9 million for the nine months in 2022 versus $37.9 million in
2021). Quarterly and year-to-date revenues which were higher in comparison to prior year
results are due to a combination of:

1. Increased consumption in 2022 versus 2021, particularly within our municipal
contracts;

2. An approved Qualified Capital Project Adjustment Charge (QCPAC) surcharge of
3.90% for capital projects placed in service in 2019 for the Company’s Pennichuck
Water Works, Inc. subsidiary, for which an Order approving this surcharge was
granted by the NHPUC on December 9, 2021. This increase was effective for
services rendered back to April 23, 2020;

3. Anapproved overall rate increase of 5.45% for the Company’s Pittsfield Aqueduct
Company, Inc. subsidiary, which was Ordered and granted by the NHPUC on
November 9, 2021. This increase was effective for services rendered as of
December 17, 2020, which included $36,000 of recoupment sales which were
recorded in March 2022;

4. An approved overall rate increase of 16.79% for the Company’s Pennichuck East
Utility, Inc. subsidiary which was Ordered and granted by the NHPUC on February
18, 2022, This increase was effective for services rendered as of December 24,
2020, which included $936,000 of recoupment sales which were recorded in March
2022,

5. The Pennichuck Water Service Company overall revenues were below 2021
comparative results, due to the non-renewal of its largest service contract by the
Town of Salisbury, which expired on June 30, 2022. However, this decrease in
overall revenues for PWSC was partially offset by increases in their Unplanned
Revenues on other existing contracts, as these activities returned to their overall
pre-pandemic levels.

Operating Income for the third quarter of 2022 was 52.6% higher than the prior year
($5.8 million for 2022 versus $3.8 million for 2021). Operating Income on a year-to-date
basis was 64.2% higher than the prior year ($11.0 million for 2022 versus $6.7 million
for 2021). Both of these variances are almost exclusively attributable to the quarter and
year-to-date revenue variations as previously discussed.

Pre-tax Income for the third quarter of 2022 was $2.1 million higher than last year ($2.3
million versus $0.2 million for 2021). On a year-to-date basis, the pre-tax income was
$4.1 million higher than last year ($0.4 million for 2022 versus a pre-tax loss of $3.7
million for 2021).

Earnings before Interest, Taxes, Depreciation and Amortization (EBITDA) for the
third quarter of 2022 was 35.0% higher than the prior year ($8.1 million in 2022 versus
$6.0 million for 2021). On a year-to-date basis, EBITDA was $17.7 million for 2022
versus $13.5 million for 2021.
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* During the quarter, the Company paid approximately $2.1 million to the City in principal,
interest and dividends to fund the City Acquisition Debt. Year-to-date, the Company has
paid approximately $6.4 million to the City in principal, interest and dividends to fund
the City Acquisition Debt.

* (Capital expenditures for the third quarter of 2022 were $1.1 million compared to
$1.9 million in the third quarter of 2021. On a year-to-date basis, capital expenditures for
2022 were $4.6 million compared to $6.3 million in 2021. Capital expenditures have
lagged in 2022, due almost exclusively due to supply chain disruption and delays, causing
projects to be delayed within the year, or deferred to 2023.

We remain focused on the Company’s primary mission, in that we continue to provide clean

water and excellent service to our customers and operate within the confines of the budgeted and
planned levels of operating and capital expenditures.

Unaudited Financial Highlights

Financial highlights on a Generally Accepted Accounting Principles (“GAAP”) basis for the
third quarter of 2022 as compared to the third quarter of 2021, and the nine months of 2022 as
compared to the nine months of 2021, are as follows:
(000°s)
Quarter Ended Year-to-Date
September 30, 2022 September 30, 2021  September 30, 2022 September 30, 2021

Revenues
Regulated Utilities § 16,609 § 13,626 $ 41,631 $ 35,466
Other 705 871 2,326 2.440
Total $ 17314 $ 14,497 $ 43,957 $§ 37,906
Operating Expenses
Regulated Utilities $ 10,842 $ 9,862 $ 30,851 $ 28,971
Other 612 831 2,104 2,281
Total $ 11,454 $ 10,693 $ 32,955 $ 31,252
Operating Income $ 5,860 $ 3,804 $ 11,002 $ 6,654
Non-Operational Income 0 (6) 0 237
{Expense)
Net Interest Expense (3.579) (3.569) (10.587) (10.572)
Pre-Tax Income (Loss) $ 2,281 $ 229 $ 415 $ (3,681)
Income Tax Benefit (Expense) 400 104 202 382
Net Income (Loss) $ 2,681 $ 333 $ 617 $ (3,299)
Earnings Before Interest, $ _8,069 $ _6,030 $_17.680 $ 13,460

Taxes, Depreciation and
Amortization
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Revenues from water utility operations increased 22.1% in the quarter and 17.2% on a year-to-
date basis, versus last year. Revenues include actual billed amounts through and including the
September billing cycles, plus an accrual of unbilled amounts through the end of that month
(based upon trailing consumption patterns). Revenues from the unregulated water service
business have decreased 22.2% in the quarter and 4.2% on an annual basis, respectively (related
to the non-renewal of the one major contract cited above). In the aggregate, these variations in
revenues are due to the revenue variations cited earlier in this document.

Operating Expenses have increased approximately 7.5% in the third quarter and 5.4% on a year-
to-year basis. The increase is mainly attributable to increases in power and purification costs
above inflationary levels, due to both supply chain issues and abnormally high fuel costs.
Additionally, inflationary increases in general administrative costs which include health and
general liability insurance, and other overall administrative costs have impacted these expense
level increases. Conversely, the reduction in overall costs for the Service Company are directly
related to the non-renewal of the Town of Salisbury service contract, as previously discussed.

Operating Income has increased year-over-year as a result of the variations in revenue and
operating expense levels recognized for the quarter and year-to-date.

Interest Expense increased in the third quarter by 0.3%, as compared to the third quarter of last
year; and year-to-date versus last year by approximately 0.1% resulting from the interest costs
associated the additional financed amounts for capital projects which have been incurred for

ongoing infrastructure replacement, in conformity with the Company’s key mission objectives.

The third quarter and year-to-date pre-tax income for 2022 versus pre-tax levels for 2021 are due
to the revenue and expense variations discussed above.

The year-to-date income tax benefit in the current year reflects the treatment for the Municipal
Acquisition Regulatory Asset which is not deductible for tax purposes. Therefore, the tax benefit
is -48.7% versus the statutory rate benefit of 27.08% on a year-to-date basis.

Earnings before interest, taxes, depreciation and amortization (EBITDA) are higher than EBITDA
for the same periods last year due to the increased revenues, over-and-above the increases in
operating expenses, as previously discussed.
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(000°s)
Balance Sheet As of As of
September 30, 2022 December 31, 2021
{Unaudited) (Audited)
Assets
Property, Plant & Equipment, Net $ 244,556 $ 245,197
Current Assets:
Cash 3,494 1,493
Restricted Cash Now! 9,779 12,656
Restricted Cash — Bond Project Funds 0 255
Accounts Receivable Not 2 11,805 9,869
Inventory 849 733
Other Current Assets Note3 1,233 1.431
Total Current Assets 27.160 26437
Other Assets:
Acquisition Premium 63,446 65,082
Other Assets 17,354 12,516
Total Other Assets 80,800 77.598
TOTAL ASSETS $ 352,516 $ 349232
Shareholder’s Equity and Liabilities
Shareholder’s Equity $ (2.889) $_ (3.464)
Bonds, Notes and Mortgages 232,952 227,063
Current Liabilities:
Lines of Credit ™= * 5,093 6,608
Current Portion of Long-Term Debt 7,767 9,149
Other Current Liabilities ¥t¢ 4364 6,246
Total Current Liabilities 17,224 22,003
Other Long-Term Liabilities:
CIAC, net 56,848 57,302
Deferred Income Taxes 14,792 14,850
Accrued Pension Liability M ¢ 12,670 12,159
Other Long-Term Liabilities 20919 19,319
Total Other Long-Term Liabilities 105,229 103,630
TOTAL SHAREHOLDER’S EQUITY AND $ 352,516 $ 349,232

LIABILITIES
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Notes to Balance Sheet

Note 1 (Restricted Cash) — At September 30, 2022, the balance of $9.8 million represents a
decrease of $2.9 million from the end of 2021, mainly due to: 1) a $2.5M total repayment of a
loan, over a four-month period from February — May 2022, from the SBA’s Paycheck Protection
Program which were received originally received by the Company on May 8, 2020; and 2) the
variation in revenue and operating expense levels recognized for the year-to-date.

Note 2 (Accounts Receivable) — During the nine months of 2022, the balance in Accounts
Receivable increased approximately $1.9 million from the year-end total at December 31, 2021
of $9.9 million. This is mainly attributed to revenue increases generated by the regulated utilities
due to the increased consumption levels year-over-year, as well as the approved QCPAC and rate
orders, as previously discussed.

Note 3 (Other Current Assets) — At September 30, 2022, the balance of $1.2 million represents a
decrease of $0.2 million from the end of 2021, mainly due to the expensing of prepaid property
taxes in the first three quarters of 2022.

Note 4 (Lines of Credit) — At September 30, 2022, approximately $1.9 million of this balance
was comprised of the corporate Working Capital Line of Credit which is periodically drawn
upon in support of our operations. The remaining $3.1 million balance relates to Pennichuck
Water Works, Inc. and Pennichuck East Utility, Inc. Fixed Asset Lines of Credit (FALOC),
which are used to fund Construction Work in Progress on capital projects which will be
refinanced into long-term debt obligations or tax-exempt or taxable bond indebtedness in 2023.

Note 5 (Other Current Liabilities) — At September 30, 2022, approximately $2.4 million of this
balance is comprised of accounts payable which relates to activities that were performed in the
third quarter of 2022.

Note 6 (Accrued Pension Liability) — During the nine months of 2022, $376,000 was contributed
into the Pension Plan, while approximately $635,000 in benefit payments were made to
participants and approximately $248,000 of investment income and appreciation was earned in
the plan.
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Unaudited Cash Flow Statement

Cash Flow on a GAAP basis for the third quarter of 2022 as compared to the third quarter of
2021, and the year-to-date 2022 versus 2021, are as follows:

(000’s)
Quarter Ended Year-to-Date
September 30, September 30, September 30, September 30,
2022 2021 2022 2021

Operating Activities:

Net Income (Loss) $ 2681 $ 333 8 617 5 (3.299)
Adjustments to Reconcile Net Income (Loss)
to Net Cash Provided by Operating Activities:

Depreciation and Amortization 2,210 2,169 6,677 6,568
Provision for Deferred Taxes (392) (96) (179) (361)
Other (8) (251) (25) (268)
Changes in Assets and Liabilities:
(Increase) Decrease in Accounts Receivable (781) 412 (1,936) 291
(Increase) Decrease in Inventory 67 1)) (117) (76)
(Increase) Decrease in Other Assets 2,310 2,041 3,143 4,707
Increase (Decrease) in Accounts Payable (599) (1,720} 13 (1,419)
Increase (Decrease) in Other Liabilities (1,758} (19} (1.325) 303
Net Cash Provided by (Used in) Operating Activities 3,730 2.868 6.868 6.446

Investing Activities:

Purchases of Property, Plant & Equipment,
including the Debt Component of AFUDC (2,416) {1,489) (4,856) (6,126)

Proceeds from Sale of Property, Plant & Equipment (283) (283)
(Increase) Decrease in Restricted Cash S S o o
Sale of Investment Securities = e = =
Change in Deferred Land Costs - = - -
Net Cash Provided by (Used in) Investing Activities (2.416) (1.772) (4.856) (6.409)
Financing Activities:
Borrowings (Repayments) on Lines of Credit 2,77 1,639 (1,514) 73
Payments on Long-terim Debt (2,425) (1,876) (7,935) (5,192)
Contributions in Aid of Construction (1) 8 9 23
Proceeds from Long-term Borrowings 0 698 6,785 7,068
Debt Issuance Costs (278) - (278) -
Dividends Paid (69} (70) (209 210
Net Cash Provided by (Used in) Financing Activities (56) 399 (3.142) 1,762
Increase (Decrease) in Cash and Cash Equivalents 1,258 1,495 (1,130) 1,799
Cash and Cash Equivalents at Beginning of Period 12,015 9,736 14,403 9.432
Cash and Cash Equivalents at End of Period $_13,273 $ 11231 % 13273 $_11,23]

Financial information is available on the Company’s website (www.Pennichuck.com).
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Capital Expenditures

Capital Expenditures in the third quarter of 2022 were $1.1 million as compared to $1.9 million
in the third quarter of 2021. Capital Expenditures for the year-to-date were $4.6 million as
compared to $6.3 million in 2021.

Major expenditures in the nine months of 2022 included:

W&E Interconnect - PEU $472,000
Carbon Filter Media Replacement - PWW $358,000
Chataqua Ave. Main Replacement - PWW $267,000
Dudley St. Main Replacement - PWW $261,000

Rate Case — Pennichuck East Utility, Inc. (PEU)

On November 24, 2020, Pennichuck East Utility, Inc. filed a request with the NHPUC for a rate
increase of 21.05% over its current rates for the test year 2019, effective December 24, 2020, The
overall rate increase, as requested, is subject to the normal regulatory filing process with the
NHPUC. In accordance with the regulations in NH, and as temporary rates were granted at current
rates, the final permanent rate increase granted is effective retroactive back to the “order of notice”
date to customers. On February 18, 2022, the NHPUC issued Order No. 26,586 approving a
permanent rate increase of 16.79%, in response to this request and filing, becoming effective with
services rendered back to December 24, 2020.

Qualified Capital Project Adjustment Charge — Pennichuck Water Works, Inc.

On March 29, 2022, the NHPUC issued Order No. 26,598 approving a Pennichuck Water
Works, Inc. QCPAC surcharge of 1.56% for capital projects placed in service in 2020. This order
became effective with services rendered back to April 2, 2021 and allows for recovery in the
form of a monthly recoupment surcharge, to be collected over a twelve-month period from the
date of the order.

Qualified Capital Project Adjustment Charge — Pennichuck East Utility, Inc.

On April 8, 2022, the NHPUC issued Order No. 26,608 approving a Pennichuck East Utility,
Inc. QCPAC surcharge of 4.02% for capital projects placed in service in 2020. This order
became effective with services rendered back to September 29, 2021 and allows for recovery in
the form of a monthly recoupment surcharge, to be collected over a twelve-month period from
the date of the order.

Rate Case — Pennichuck Water Works, Inc.

On June 27, 2022, Pennichuck Water Works, Inc. filed a request with the NHPUC for a rate
increase of 13.06% over its current rates for the test year 2021. As the Company was denied
temporary rates at current rates, this rate increase will be earned prospectively once ordered and
approved, as opposed to being effective back to the “order of notice” date to customers on
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August 1, 2022. The overall rate increase is subject to the normal regulatory filing process with
the NHPUC. The 13.06% rate increase would be inclusive of a 3.90% QCPAC surcharge which
was approved on December 9, 2021 in Order No. 26,555 and a 1.56% QCPAC surcharge which
is currently pending in DW 21-023, as well as a 1.79% QCPAC surcharge for which approval is
in pendency in Docket DW 22-006, all of which in the aggregate account for 7.25% of the
overall requested increase. Final approval by the NHPUC on new permanent rates for PWW is
expected in the summer of 2023,

Financing

On April 26, 2022, the Company’s Pennichuck Water Works, Inc. subsidiary issued
approximately $6.8 million of tax-exempt and taxable bonds through the NH Business Finance
Authority as reimbursement for its 2021 capital improvements in Pennichuck Water Works’
water supply, distribution and support systems. The bond issuance was previously approved by
the Pennichuck Board of Directors and the Sole Shareholder, as a part of two overlapping multi-
year bond approvals for the Company’s annual bond issuances. This issuance had previously
received NHPUC approval on Order No. 26,101, dated February 2, 2018, which authorized up to
$32.5 million in bonds via multiple issuances for the years 2018 — 2021, This offering used
substantially the remainder of funds approved by Governor and Council, as a TEFRA approval
for annual bond issuances. The Company has a subsequent authorization approved for up to
$57.5 million in bonds that can be issued for the next five years, which has a TEFRA approval in
place for the first three years of that capacity.

Subsequent Event

On October 18, 2022 the Company’s Pennichuck East Utility, Inc. subsidiary closed on a term
loan financing transaction with CoBank, ACB in the amount of $655,936 for a term of 25 years.
The loan proceeds were used to repay Fixed Asset Line of Credit monies borrowed during 2021
for capital projects for that year, which were placed in service by December 31, 2021.



'@ PENNICHUCK® 25 WALNUT STREET

PO BOX 428
NASHUA, NH 03061-0428

(603} BB2-5191
FAX (603) 913-2305
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VIA HAND DELIVERY
December 16, 2022

Ms. Lori Wilshire

President, Board of Aldermen
City of Nashua

229 Main Street

Nashua, NH 03060

Re: Special Meeting of the Sole Shareholder — January 27,2023

Dear President Wilshire:

In accordance with the Articles of Incorporation and By-Laws of Pennichuck Corporation, I
am pleased to provide this letter to inform you that a Special Meeting of the Sole Shareholder
of Pennichuck Corporation has been scheduled for Friday, January 27, 2023 at 8:00 a.m. at the
offices of Pennichuck Corporation, 25 Walnut Street, Nashua, NH.

The purpose of the Special Meeting of Sole Shareholder is to consider and vote upon the
proposal to elect Ralph Jenkins to the Pennichuck Corporation Board of Directors.

The Pennichuck Corporation Board of Directors is very pleased to nominate Mr. Jenkins

for consideration by the City of Nashua, in the City’s capacity as the sole sharehoider of
Pennichuck Corporation at the Special Meeting. The process that the Board has followed to
identify Mr. Jenkins and, ultimately, to nominate him for the City’s consideration follows the
requirements set forth in Pennichuck’s By-Laws. As you know, these By-Laws were first
approved by the City at the time of the City’s acquisition of Pennichuck in January 2012, and
were amended in numerous respects by the City’s action on March 23, 2013. The By-Laws, as
approved by the City, authorizes the Pennichuck Board of Directors to identify and nominate
candidates to fill any vacancy that may arise in Board offices. Once nominated, the City, acting
in its capacity as the sole shareholder of Pennichuck, then has the power to consider a
nomination, and ultimately, to approve and elect the nominee to serve as a Pennichuck Director.

Mr. Jenkins, if elected, would serve as a Class B director, filling the vacancy resulting from the
resignation of James Dore from the Pennichuck Board.
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Enclosed please find the following documents with respect to the Special Meeting of Sole
Shareholder:

1. Notice of Special Meeting of Sole Sharecholder / Proxy Statement
2. Proxy Card

1 would be pleased to provide any other information or answer any questions that you or any
other representative of the City may have with respect to this important nomination. Please
contact me at 883-0797 if you have any questions or need further information.

Sincerely,

=ik J

Thomas J. Leonar
Chairman of the Board

cC. Board of Aldermen
Mayor James Donchess
Steven Bolton, Corporation Counsel
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PENNICHUCK CORPORATION
25 Walnut Street
Nashua, New Hampshire 03060

NOTICE OF SPECIAL MEETING OF SOLE SHAREHOLDER
To be Held on Friday, January 27, 2023, 8:00 a.m.

To the City of Nashua, New Hampshire, in its capacity as the Sole Shareholder of Pennichuck
Corporation:

In accordance with the By-Laws of Pennichuck Corporation and applicable laws, Pennichuck
Corporation hereby provides notice that you are cordially invited to attend the Special Meeting
of Sole Shareholder of Pennichuck Corporation. The City of Nashua, New Hampshire, is the
Sole Shareholder of Pennichuck Corporation.

The Special Meeting will be held at Pennichuck Corporation, 25 Walnut Street, Nashua, New
Hampshire, on Friday, January 27, 2023 at 8:00 a.m., for the following purpose:

1.  To elect Ralph Jenkins to the Pennichuck Corporation Board of Directors
as a Class B director to fill the vacancy resulting from the resignation of
James Dore.

To facilitate the City’s review of the matter to be addressed at the Special Meeting, the
Pennichuck Corporation Board of Directors have approved the delivery of the Proxy Statement
attached to this Notice.

By Order of the Board of Directors,

L sl W

THOMAS J. LEONARD
Chairman of the Board of Directors

Nashua, New Hampshire
December 16, 2022
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PENNICHUCK CORPORATION
25 Walnut Street
Nashua, New Hampshire 03060

PROXY STATEMENT

Special Meeting of Sole Shareholder

This Proxy Statement is furnished to the City of Nashua, New Hampshire (the “City™), in its
capacity as the Sole Shareholder of Pennichuck Corporation (“Pennichuck Corporation” or the
“Company”), by the Board of Directors of Pennichuck Corporation, in connection with the
solicitation of a proxy to be voted at a Special Meeting of Sole Shareholder for the purpose set
forth in the accompanying Notice of Special Meeting of Sole Shareholder.

The Special Meeting will be held at Pennichuck Corporation, 25 Walnut Street, Nashua, New
Hampshire, on Friday, January 27, 2023 at 8:00 a.m.

Matter to be Voted Upon at the Special Meeting

At the Special Meeting, the City, in its capacity as the Sole Shareholder of Pennichuck Corporation,
is being asked to consider and vote upon the following:

(1) To elect Ralph Jenkins to the Pennichuck Corporation Board of Directors
as a Class B director to fill the vacancy resulting from the resignation of

James Dore.

Voting at the Special Meeting

It is important to remember that the City itself is the Sole Shareholder, not any individual person
who may hold an office with the City. The City must exercise its responsibilities as Sole
Shareholder through public meetings of the City’s Board of Aldermen and Mayor, acting in
accordance with applicable New Hampshire laws and the provisions of the City Charter. Asa
municipal entity, the City is not typically in a position to “attend” a Special Meeting of the Sole
Shareholder “in person.”



Traditional corporate law principles provide a ready solution for this type of “institutional”
voting of shares. As the Sole Shareholder, the City may review the proposed vole and take
action at appropriate City meetings determined by the City. The City may then either designate
an individual person to attend the Special Meeting in person with the authority to vote the City’s
shares in accordance with the City’s determination, or the City may vote its shares by proxy.

To facilitate these options, the Pennichuck Corporation Board of Directors has prepared this
Proxy Statement which contains details of the business to be conducted at the Special Meeting.
If the City determines to vote its shares by proxy, it should cause the enclosed proxy card to be
completed and returned to Pennichuck Corporation prior to the Special Meeting. By executing
the enclosed proxy card, the City will be designating the action it has determined to take with
respect to the matter to be heard at the Special Meeting and will be authorizing the officers of the
Company named on the proxy card to act as the City’s proxy to vote on the City’s behalf at the
Special Meeting in accordance with the instructions set forth on the proxy card.

Current Board of Directors

The Pennichuck Corporation Board currently consists of thirteen positions, one of which is
vacant. Of the thirteen director positions, four have terms ending in 2023, four have terms
ending in 2024, and five have terms ending in 2025.

The current members of the Company’s Board of Directors are as follows:

Term Expiring 2023 Term Expiring 2024 Term Expiring 2025
Class B Class C Class A
[Vacancy] David P. Bernier C. George Bower
Elizabeth A. Dunn Stephen D. Genest Amymarie R. Corriveau
H. Scott Flegal Thomas J. Leonard Jay N. Lustig
Deborah Novotny Sarah Pillsbury John D, Mc¢Grath

Preston J. Stanley, Jr.

The Board of Directors is nominating Ralph Jenkins for election as a Class B director to fill the
vacancy resulting from the resignation of James Dore,

Nominating and Governance Committee

The Nominating and Governance Committee of the Pennichuck Corporation Board of Directors
is responsible for identifying individuals qualified to become Board members, and recommending
to the Board the persons to be nominated by the Board for election as directors at the Annual
Meeting or at a Special Meeting of Sole Shareholder.

The Nominating and Governance Committee considers whether to nominate any candidate for
director in accordance with the criteria set forth in its Charter, subject to the restrictions set forth
in the Company’s By-Laws. These criteria include the candidate’s integrity, business acumen,
knowledge of the Company’s business and industry, experience, diligence, conflicts of interest,



and the ability to act in the interests of the Sole Shareholder. The Committee does not assign
specific weights to particular criteria and no particular criterion is a prerequisite for each
prospective nominee. The backgrounds and qualifications of the Company’s directors,
considered as a group, should provide a composite mix of experience, knowledge and abilities
that will allow the Board of Directors to fulfill its responsibilities.

Summary of Proposal to be Voted Upon at the Special Meeting

PROPOSAL 1 - ELECTION OF DIRECTOR

On December 16, 2022, the Company’s Board of Directors took action to recommend that the
Sole Shareholder elect Ralph Jenkins to the Pennichuck Corporation Board of Directors as a
Class B director to fill the vacancy resulting from the resignation of James Dore.

THE BOARD OF DIRECTORS RECOMMENDS A VOTE “FOR” RALPH JENKINS.
Information regarding Mr. Jenkins’ professional background follows:

Mr. Jenkins retired in 2016 after a 38-year career with Ernst & Young (EY), a public
accounting firm. He was the former Managing Partner of EY’s Manchester, NH
office for 5 years before transferring to the Boston office to complete his career in the
consumer products/technology practice. Mr. Jenkins’ has extensive experience
working with a diverse client base of public and private companies in connection with
year-end audits, merger and acquisition transactions, implementation of internal
controls to comply with the requirements of the Sarbanes Oxley Act, and the
implementation of technical accounting pronouncements. Mr, Jenkins holds a
Bachelor of Science degree in Accounting from Bentley University in Waltham, MA.
Mr. Jenkins is currently the Vice-Chair of the Board of Directors and Finance Chair
of Saint Joseph Hospital in Nashua; a Board, Investment and Audit Committee
Member of Covenant Health Systems; and a member of the Finance Committee of
Catholic Charities of NH. Mr. Jenkins was the former Board Chair of the Greater
Nashua Chamber of Commerce, the Southern NH United Way, and Junior
Achievement of NH.
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PROXY CARD
PENNICHUCK CORPORATION

PROXY for Special Meeting of Sole Shareholder - Friday, January 27, 2023

THIS PROXY IS SOLICITED ON BEHALF OF THE BOARD OF DIRECTORS

The Sole Shareholder, the City of Nashua, New Hampshire, hereby appoints LARRY D. GOODHUE or DONALD
L. WARE, as proxies to represent and vote as designated hereon,.all shares of common stock of Pennichuck
Corporation (the “Company”) which the Sole Shareholder would be entitled to vote if personally present at the
Spectal Meeting of Sole Shareholder of the Company to be held at Pennichuck Corporation, 25 Walnut Street,
Nashua, New Hampshire, on Friday, January 27, 2023 at 8:00 a.m. The shares represented by this proxy will be
voted as directed by the Sole Shareholder.

The Board of Directors recommends a vote “FOR” the nominee named in Proposal 1.

Proposal 1:

To elect Ralph Jenkins to the Pennichuck Corporation Board of
Directors as a Class B director to fill the vacancy resulting from the
resignation of James Dore.

For Against

Ralph Jenkins o O

Authorized Signature:

CITY OF NASHUA, NEW HAMPSHIRE (Sole Shareholder)

By: Date:

Name:

Title:

This Proxy Card is Valid Only When Signed and Dated




R-22-079

RESOLUTION

APPROVING GUARANTY BY PENNICHUCK CORPORATION OF ALOAN TO
PENNICHUCK EAST UTILITY, INC. FROM THE DRINKING WATER AND
GROUNDWATER TRUST FUND

CITY OF NASHUA

In the Year Two Thousand and Twenty-Two

WHEREAS, the City of Nashua is the sole shareholder of Pennichuck Corporation and
each of its subsidiaries;

WHEREAS, Article IX (3) of the Articles of Incorporation of Pennichuck Corporation
and Article V 82 of the by-laws of Pennichuck Corporation require the approval of the sole
shareholder (the City of Nashua) for Pennichuck to create, incur, assume, or guarantee any
indebtedness for borrowed money, which includes contracting a loan on behalf of the
Corporation; and

WHEREAS, Pennichuck East Utility, Inc. is a regulated New Hampshire public water
utility corporation providing retail water service to New Hampshire customers, and is a wholly
owned subsidiary of Pennichuck Corporation which, in turn, is wholly owned by the City of
Nashua.

NOW, THEREFORE, BE IT RESOLVED by the Board of Aldermen of the City of
Nashua that the City approves the Guaranty by Pennichuck Corporation of the payment by
Pennichuck East Utility, Inc. of up to a $493,500 loan from the Drinking Water and Groundwater
Trust Fund, which loan was previously approved by the City in Resolution R-22-018.



LEGISLATIVE YEAR 2022

RESOLUTION: R-22-079

PURPOSE: Approving guaranty by Pennichuck Corporation of a loan to
Pennichuck East Utility, Inc. from the Drinking Water and
Groundwater Trust Fund

ENDORSERS: Alderman Patricia Klee
COMMITTEE
ASSIGNMENT: Pennichuck Special Water Committee
FISCAL NOTE: None.

ANALYSIS

This resolution approves the guaranty by Pennichuck Corporation of a loan to its subsidiary,
Pennichuck East Utility, Inc. from the Drinking Water and Groundwater Trust Fund.

Pennichuck has provided additional information on the proposal, which has been forwarded to
the Board of Aldermen.

Article IX (3) of Pennichuck Corporation’s Articles of Incorporation and Article V §2 of the
Pennichuck Corporation’s by-laws requires City approval for the borrowing.

Approved as to form: Office of Corporation Counsel

by 1A, (e

[

Date: lq M %g—g"
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